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MEMORANDUM 


Marcu 18, 1960. 
To: Hon. Thomas E. Morgan, chairman. 
From: Roy J. Bullock, senior staff consultant. 
Subject: President’s Recommendations Relating to Foreign 

Currencies. 

The Bureau of the Budget has prepared comprehensive recom- 
mendations for the control of foreign currencies which are set forth 
in the “Budget of the United States, 1961,” pages 925-935, and in a 
report to the Committee on Appropriations, U.S. Senate, committee 
print, January 1960. 

This memorandum summarizes the budget recommendations 
particularly as they relate to the mutual security program. It makes 
no attempt at analysis or evaluation. 
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PRESIDENT’S RECOMMENDATIONS RELATING TO 
FOREIGN CURRENCIES 


The Bureau of the Budget has prepared comprehensive recom- 
mendations for the control of foreign currencies which are set forth 
in the Budget of the United States, 1961, pages 925-935, and in a 
report to the Committee on Appropriations, U.S. Senate, committee 
print, January 1960. 

These documents indicate that as of June 30, 1960, the United 
States will possess foreign currencies from all sources in a total dollar 
equivalent of $2,149,400,000. (This does not include that part of the 
counterpart deposited under the Mutual Security Act which is subject 
to joint control by the United States and the depositing country.) 
Most of this ($1,150,400,000) can be used only for loans and grants to 


foreign nations as previously agreed to and for other purposes already 
determined. 


The United States will require about $2,271,800,000 for its regular 
operations abroad during fiscal 1961, but only $130,200,000 of the 
currencies required for such operations can be supplied from the 
currencies available to the United States under the various programs 
resulting in payments of foreign currencies to the United States. 
Consequently, the United States will have to purchase the equivalent 
of $2,141,600,000 in foreign currencies with appropriated dollars. 

The United States has foreign currencies clearly in excess of its 
requirements over the next few years only in the following countries: 
India, Israel, Pakistan, Poland, United Arab Republic, and 
Yugoslavia. 

Righty percent of U.S. foreign currency requirements are for five 
countries: Germany, Canada, Japan, France, and United Kingdom. 

In 66 countries of the world the supply of foreign currencies available 
to the United States is less than the anticipated needs for regular 
operations. 

The utilization of U.S.-owned foreign currencies is governed by 
various provisions of law, and in some cases is not subject to the 
process of congressional appropriation. The purpose of the Bureau 
of the Budget is to regularize the procedure and to provide for appro- 
priation by the Congress of all foreign currencies expended for U.S. 
uses. 

NON-U.S.-OWNED CURRENCIES 


The proposed procedures do not in any way affect mutual security 
counterpart currencies subject to joint control by the United States 
and the beneficiary country. These currencies are not U.S. owned 
and are not available for U.S. expenditure. 

That part of such counterpart (usually 10 percent) made available 
to meet U.S. expenses is subject to the new procedures and will as in 
the past be subject to the appropriation process. 

1 


{ 
7 
q 

. 


2 RELATING TO FOREIGN CURRENCIES 


COUNTRY USE PURPOSES 


Roughly 50 percent of the currencies received for sales of surplus 
agricultural commodities under Public Law 480 (Agricultural trade 
Development and Assistance Act of 1954) and all of the currencies 
derived from the sale of such commodities under section 402 of the 
Mutual Security Act are, by agreement entered into as a condition 
of sale, available only for use in the country involved for purposes 
of economic development, the common defense, and other uses 
established by law. 

The Bureau of the Budget recommends no change in legislation or 
procedure for dealing with such “country use’ currencies and points 
out that such currencies do not represent a source of financing for 
U.S. operations, as well as that since these currencies do not add to 
the resources of the country, they cannot be used as a substitute for 
U.S. dollar expenditures for aid to the country. (An amendment to 
Public Law 480 last year (sec. 104(r)) provides that foreign currencies, 
including “country use’’ currencies, can be used for health and educa- 
tion purposes after June 30, 1960, only as specified from time to time 
in appropriation acts.) 


U.S. USE OF EXCESS CURRENCIES 


U.S.-owned foreign currencies which are available for U.S. use 
(as distinguished from ‘‘country use’’ currencies just referred to) 
are to be subjected to appropriation by the Congress. Appropriations 
for the use of excess currencies are recommended on what the Bureau 
of the Budget calls a “‘currency restricted” basis. That is, U.S, agen- 
cies will have separate appropriations made to them measured in 
dollar amounts, with the restriction that such dollars can be used only 
to purchase from the U.S. Treasury currencies excess to the normal 
requirements of the United States. This means that all excess foreign 
currencies can be used only as appropriated to the various executive 
agencies. The authorization of such currencies to departments and 
programs will be made each year by the Congress after consideration 
of the recommendations of the President rather than by the present 
system, which involves executive discretion alone in some cases as 
well as a few instances in which continuing priorities have been 
established by law. This procedure makes possible the use of excess 
foreign currencies for purposes of lower priority than those for which 
the regular dollar appropriations of a department or agency are 
available while assuring an orderly control, 

It should be remembered that at the present time the Bureau of 
the Budget regards the currencies of only the six countries previously 
enumerated as being excess. 


U.S. USE OF NONEXCESS CURRENCIES 


All nonexcess currencies are to be purchased from the Treasury with 
dollars from the regular appropriation of the agency. These dollars 
will be equally usable to buy foreign currency already owned by the 
United States or to buy foreign currencies from banks as may be 
necessary. (Currency-restricted appropriations will be recommended 
for fiscal 1961 for certain special foreign currency programs involving 
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nonexcess currencies to take care of cases where uses of such currencies 
were restricted in the sales agreement from which they were derived. 
After these restricted amounts have been used up, no further requests 
for foreign currency appropriations are contemplated.) 

This means that the determination of the availability of nonexcess 
foreign currencies to U.S. agencies shall be made according to the 
normal budgetary criteria and procedure. 


EFFECT ON MUTUAL SECURITY LEGISLATION 


The recommendations of the Bureau of the Budget will require no 
changes in the Mutual Security Act. Most of the foreign currencies 
in this program are either non-U.S. owned or fall in the “country use” 
category. Currencies used for International Cooperation Adminis- 
tration operating expenses will continue to be paid for from dollar 
appropriations as is done at present. 

he big change will take place in the handling of currencies for U.S. 
regular operating programs derived from the sale of surplus agricul- 
tural commodities under title I, Public Law 480. However, after 
June 30, 1960, if the mutual security program wishes to use currencies 
of a country to provide exports to third countries (under see. 104(d) 
of Public Law 480), this will need to be specified in appropriation acts. 
There is no proposal for such appropriations in fiscal year 1961. 


CONGRESSIONAL TRAVEL 


The Bureau of the Budget makes no recommendation concerning 
existing legislation governing the use of foreign currencies by con- 
gressional committees. 
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